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patients with UB recordscategorized by inpatient DRGs is multiplied by 

equalizationeach hospital’s factor for the appropriate DRGs and 

hospitals. The medianequalizedcost of all such records in all hospitals 

calculatedafterteaching costs have been removedfrom the hospitals’ 

Preliminary Costs Bases is the incentive standard for each DRG. 

2. 	 Determination of LaborUnequalization Factor to CalculateStandard Cost 

Per Case of Each Labor Market Area. 

I An unequalizationfactorshall be calculatedfor the  non-physician 

directpatient care costs of each hospitalto account for differing 

compensationprevailing patterns across New Jersey’s Labor 

Market Areas in the comparison of hospital and standard costs per 

;:case.TheStatewidestandard times the  unequalization factor is 

the  unequalized standard in terms of the  hospital’sLaborMarket 

Area. 

II 	 The reciprocal of the hospital’sequalizationfactor is the  hospital’s 
unequalization factor and is applied to non-physician costs only. 

(d) 	 GME and IME shallnolonger be  reimbursedthrough the  Medicaid hospital 

inpatient DRG rates. After all indirect costs have been fully allocated to the using 
. . .  

.-	cost centers, GME and IME cost shall be  removedfrom the  cost base before 
calculating the  standards andMedicaid hospital inpatient rates. GME and IME 

shall be reimbursed in accordance with sections 8.1 through 8.4. 
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5.15 Reasonable Direct Cost Per Case 


(a) Inpatientdirectcostper case shall be  determined as  follows: 


i. 	 A factor to equalize the  standard to the hospital'slabormarket 

region through the unequalization factor. 

iir. A factor to adjust for the hospital'sphysician cost through the 

physician markup factor appliedto the standard. 

96-23-MA LNJ) 
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(b) Inpatient outlier (refer to Section 7.2 and Appendix 1.4 and 1.6) 

1. 	 Low Length of Stay (LLOS) Outlier: The total standardcost of LLOS outlier cases for each 

DRG, shall be divided by the LLOSdays to arrive at a LLOS Unadjusted Per Diem.For 

payment, the LLOS unadjusted Per Diem is adjusted by hospital b y  the factors referenced 

in Section 5.15(a)l.i. throughv. 

2. 	 High Length of Stay Outlier (HLOS): The inlier standardcost for eachDRGshallbe 

multiplied by that DRG’s total numberof cases wit‘) acute days of senrice greater than the 

high trim point (HLOS cases). This amount is subtracted from the DRG’s total standard 

cost of all HLOS cases. This value is then divided by the total number of HLOS days for 

that DRG to arrive attheHLOSUnadjusted Per Diem. For paymen: each !iLOS 

Unadjusted Per Diem is adjusted forthe factors referenced inSection 5.15(a)l.i. through v. 
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5.10 Net Income From Other sources 

(a) 	 The n e t  gain loss from 0th operating and non-operating Revenues (asdefined In 

sections 6.27 through 8.33) and expenses of the reporting penad which are items 

considered a3 recoveries of or increases bthe Costs Related toPatient Cam ( s e e  sections 

8.27 through 6.33)as reported b the division Is subtracted from (added to) indirect costs of 

the Preliminary Costs Base. 

(a) 	 EconomicFactortheeconomicfactoristhemeasureofthechangeinthepriceofgoods 
andservicesusedbyNewJerseyhospitals itistobebasedasfaraspossibleon 

recardedprice changes. For that partof theperiod covered by an economic factor for which 

a r e c o r d e d  price change is unavailable me economic factor ahall be based on the best 

available forecast of price trends. The eanomic factor wi l l  be compounded from year-to 

year based on the 1988 baseYear. A global Economic factor which was established by a 

panel selected by the commissioner d Health was used for 1993. 

,.*ye 
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1. 	 For1988 through 1991,hospital-specificeconomicfactors 


were computed. Each hospital's 1988 cost was multiplied by 


the actual proxy for each component. The result was used to 


compute a weighted average of the change in value for the 


components. 


i. 	 The costcomponentsof the economicfactorand the 


weights given to each component are shown in Appendix 


1.3. The weight given to each cost component is its 


proportion to total hospital expenditures. 


2. 	 AGlobal Economic Factorwhichwasestablished by a panel 


selected by the Commissioner of Health was used for 1992. 


The 1993 portion of the Economic Factor was developed
by the 

Department of Health using thePanel's methodology. ', 

(b) 	 TechnologyFactor:Thetechnologyfactor takes intoaccount the 


costs of adopting quality-enhancing technologies. 


93-ll-MA(NJ) 
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1. 	 Technology Factor: Base-year direct patient care and indirect 


rates shall be multiplied in succeeding years by
a technology 


factor to provideprospectivefundsto support hospital 


adoption of quality-enhancing technologies. 


2. 	 The Technology Factorshallbebasedonthe Scientific and 


Technological Advancement Allowance recommended annually to 


the Secretary of the United States Department of Health and 


Human Services byProspective
the Payment Assessment 


Commission(ProPAC).Thefactorshallbe composed of the 


proportion of incrementaloperatingcosts associated with 


ProPAC's identified
cost-increasing technologies, and 


ProPAC's allowancefortechnologiesnot included in the 


technology-specific less
projections, the proportion of 


incremental operating costs of cost-decreasing technologies 


identified by ProPAC. 


i.For 1992 and 1993, ProPaceliminated Technologies Not 


Included Cost Technologies. The
Decreasing 


Department of Health substituted an averaging
method. 


ii.Beginning in 1994, rateswillnotbe adjusted for a 


technology factor. 


93-11-MA (NJ) 
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In addition, the following payment rates will in effect �or 


these special procedures: 


1. 	 Liver Transplants: payment for DRG 480 will be $72,139 

in 1988 dollars. 

2 .  	 Heart Transplants: payment for DRG 103 w i l l  be $72,438 

in 1988 dollars. 

3 .  	 Cochlear Implants: payment for DRG 759 willbe $21 ,608  

in 1988 dollars. 

4 .  	 Bone MarrowTransplants:paymentfor DRG 481 will be 

$46,599 in 1988 dollars. 

5. 	 Neonate rates, DRGs 600 through 630, willbebased on 

1989 actual New Jerseycost data. 


(dl 	 For determination of the payment rates, direct patient care is 


increased for the followingcomponents: 




other  

Capital  

Special  

care  than  

allowance  facilities  

hospital  Psychiatric  

perinatal  

reversal  Outlier  
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I. lndirect for terns listedinpatlent section 5.11i 

il planningHealth fees; 

inIl l  Section 5.18; 

PhysicIanIV. service;for fee 

V.  Childdirect and indirect 

VI. perinatal expense adjustment; 

VI1 Trauma center adjustment; 

Hemophilia xiii.adjustment; 

IX. adjustment;Regional 

X. Pediatric rate adjustment; 

XI. adjustment;cell Sickle 

xii. adjustments;Continuous 

adjustment; xiii.and 

controlPoison xiv. cost. 

reference is made to pages 1-170 through 1-172... 
.) 

No Statewide transition adjustment not otherwise specified in this chapter willbe included in this rate. 

Personnel Health allowance: This hospital-specific factor is applied to the entire rate. See 5.20(b) 

for explanation. 

Capital Facilities 

Capital Facilities, as defined in Section 6.18, shall be included in the rate in the following manner 

96-23-MA (NJ) 
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V I I .  The S t a t e  agency wi l lp rov idefo rconsu l t a t ivese rv ices  by heal th  
agencies  and o therappropr ia teagencies  o f  theSta tetohospi ta l : , ,  
nursing homes, home h e a l t ha g e n c i e s ,c l i n i c s ,l a b o r a t o r i e s ,  and o the r  
a p p r o p r i a t e  i n s t i t u t i o n s  t o  a s s i s t  them ( a )  t o  q u a l i f y  f o r  payment f o r  
authorizedservicesrendered t o  pe r sonse l ig ib l efo rmed ica la s s i s t ance ;  
( b )  t oe s t a b l i s h  and main ta inappropr ia tef i sca lrecords ,  and ( c )  t o  
provideinformation needed tode terminethe  amountsofpayments properly
due fo rse rv icesrende red .  

80-25-MA 




2 .  T h e  S t a t ea g e n c y  has made c o o p e r a t i v ea r r a n g e m e n t sw i t hg r a n t e e su n d e r  
T i t l e  V o f  t h e  S o c i a l  S e c u r i t y  act t o  p r o v i d e  F o r  u t i l i z i n g  s u c h  g r a n t e e  
a g e n c i e s  in f u r n i s h i n g  , t o  m e d i c a l  a s s i s t a n c e  recipients care a n d  s e r v i c e s  
which are  a v a i l a b l eu n d e r  T i t l e  V p l a n s  o rp r o j e c t s  a n d  a re  i n c l u d e d  i n  the 
Sta re  p l a nf o r  T i t l e  XIX. Suchar rangemen t sinc lude ,wherereques t edby  t h e  
T i t l e  V g r a n t e e ,p r o v i s i o n� o rr e i m b u r s i n gt h e  T i t l e  V g r a n t e e  f o r  c a r e  o r  
s e r v i c e sf u r n i s h e d  by o r  t h r o u g hs u c h  grantee t o  i n d i v i d u a l s  e l i g i b l e  t h e r e 
f o ru n d e rt h e  T i t l e  X I X  p i an ,and  are i n  w r i t i n g .  

3 .  T h ea r r a n g e m e n t sw i t hS t a t eh e a l t h  and. S t a t ev o c a t i o n a lr e h a b i l i t a t i o n  
a g e n c i e s ,a n dw i t h  T i t l e  V g r a n t e e s  t h a t  r e q u e s t  p r o v i s i o n  f o r  re imbursement  
i n c l u d e  a d e s c r i p t i o n ,  as a p p r o p r i a t e ,o f  the  i t e m ss p e c i f i e d  in 4 5  CFL 251. 
10 (a>( 3 ) '  


